COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

Action Plan
(Effective 3/1/2005)



PROGRAM OUTLI NE

State Administrative O ganization

The Community Devel opnent staff of the Departnment of
Adm ni stration adm ni sters the Conmunity Devel opnment Bl ock Grant
Program

To serve as a support elenent for the program a Steering
Committee has been fornmed with mnimally representation fromthe
Governor's Office, the Econom c Devel opnent Corporation, the
Rhode | sl and Housi ng and Mortgage Finance Corporation, Departnent
of Adm nistration and two citizens appointed by the Governor wth
expertise or interest in housing, econom c and comrunity

devel opnent issues. A Conmttee nmenber fromthe Departnment of
Transportation will also be sought. The commttee is advisory to
t he Governor and Community Devel opment staff and participates in
t he eval uation of applications.

Avai | abl e Fundi ng

The total funding available for the Rhode Island programis
estimated at $6,174,000. Fromthis total, the ampunt of $223, 480
wi T be set aside as the maxi num anount for state use in program
adm ni stration; $100,000 requiring no match plus an additional
$123,480 (2% matched by the State on a 50/50 basis. In
addition, $61,740 (1% wll be set aside as State technical

assi stance nonies. Funds may, at the State's discretion, then be
hel d aside to defease repaynents on defaulted Section 108 | oan
guarantees or to fund a | oan | oss reserve for | oans made under
the State's Capital Delivery System Section 108 program |f
perm ssible, the State nmay al so hol d aside certain additional

adm ni stration amobunts fromthis grant to enable it to inplenent
the Integrated Di sbursenent and Information System (IDI'S) or
other financial/reporting systenms required by HUD.

The remni nder, approxi mately $5, 950,520 (excluding set-asides for
defaul ted Section 108 | oan guarantee/l oan | oss reserve), wll be
available to distribute to eligible subrecipients, as follows:

(1) Fromthis anmount, eligible small city entitlenent
communities will receive $400, 000/ each to expend on eligible
activities in predomnantly | ow noderate inconme areas
consistent with a conprehensive plan submtted to the State.

(2) The progress of comunities in the second/third year of a
previously funded nulti-year nei ghborhood revitalization
program wi || be assessed and FY' 2005 funds will be conmtted
as determ ned appropriate.

Remai ni ng noni es, after the deduction of (1) and (2) above, wll
fund applications on a conpetitive basis. Any unconmtted funds



recaptured, reallocated, or otherw se available from prior
program years or uncommitted programincome earned which becones
available prior to grant awards will be used to defease
repaynments on defaulted Section 108 | oan guarantees or will be
applied to projects proposed in the annual application cycle, at
the State's discretion. Comunities are rem nded that the CDBG
application process is highly conpetitive. The State intends to
fund the best activities in the neediest communities, however al
conmmuni ties are not guaranteed an annual award.

Any additional funds recaptured, reallocated or otherw se
avai | abl e subsequent to grant awards or any program i ncone

recei ved subsequent to that date shall be used to repay defaulted
Section 108 | oan guarantees or will be reserved, at the State's
di scretion.

| f sufficient funds beconme available, the State nay, at its

di scretion, open a special application cycle to distribute these
funds for housing, econom c devel opnment and community
revitalization activities or use such nonies to repay defaulted
Section 108 | oan guar ant ees.

Prelim nary applications for avail able funds received after the
application cycle will be reviewed by the staff for conpliance
with community devel opnent requirenments, threshold criteria, and
State procedures. Full applications will then be reviewed by the
Steering Commttee for feasibility and effectiveness. The
Steering Commttee will nake a recommendati on for funding to the
Governor. Although there will be no funding limts inposed,
acceptance of applications and fundi ng decisions are subject to
the availability of funds at the tinme the application is

subm tted.

I f nmore than one application is under consideration and
insufficient funds are available, priority will be given to
proposal s based on the criteria outlined in the State's rating
and ranki ng process.

PROGRAM OBJECTI VES AND PRI ORI Tl ES

Nati onal Obj ectives

The primary objective of this programis "the devel opnent of

vi abl e urban communities by providing decent housing, a suitable
living environnment and expandi ng econom c opportunity;
principally for persons of |ow and noderate inconme". To be
consistent with this primary objective, |ocal community

devel opment prograns nust give maximum priority to activities
which will:

1. benefit | ow and nmoderate inconme famlies and i ndividuals; or



2. aid in the prevention or elimnation of slums or blight.

Local community devel opment progranms nmay al so include activities
desi gned to address other docunented community devel opnment needs
where a serious and immnent threat to the public health and

wel fare can be denonstrated, where no other financial resources
are avail able to nmeet such needs, and where the condition or

t hreat has devel oped or beconme critical within 18 nonths of the
application's certifications.

The statute defines |ow and noderate incone as those limts
devel oped for the Section 8 Assisted Housing Prograns. These
l[imts will be provided in the Application Handbook at the
begi nni ng of the application period.

Low and Moderate | ncone Benefit

The aggregate use of Small Cities Program funds over a three-year
al |l ocation period (FY' 2005, FY' 2006 and FY' 2007) shal

principally benefit |Iow and noderate income famlies and
individuals in that not |less than 70% of the funds are to be used
for the benefit of |ow and noderate inconme persons over that

peri od.

To achieve this 70% benefit over the three-year period, the State
of Rhode Island will accordingly establish benefit to | ow and
moderate incone famlies and individuals as the programpriority.
It is estimated that eighty percent or greater of program funds
wi ||l be expended to provide this benefit.

St at e Consol i dated Pl an

Wthin the framework of the national objectives, the State of
Rhode Island has set forth a Consolidated Plan which generally
identifies the State's housing and non-housi ng community

devel opnent needs and objecti ves.

Reci pi ent Revi ew

The State will review its subrecipient communities for conpliance
with applicable State and federal regulations, including, but not
limted to, national objective, eligibility, environmental, |abor
standards and procurenent. Review will be conducted in-office

t hrough the exam nation of required docunents such as quarterly
progress/cl ose-out reports and applications. |In addition, on-
site reviews will be conducted by program staff.

Priority Activities

Wthin the context of the national objectives and the State

Consol i dated Plan and recogni zing the comm tnent of 70% benefit
to | ow and npderate incone famlies and individuals, the State
has established benefit to | ow and noderate income famlies and



i ndividuals as the primary state objective. Consequently,
priority will be given to activities which will result in the
follow ng benefits to | ow and noderate inconme fam lies and

i ndi vi dual s.

1. Provi sion of activities, which may include any of the bel ow,
consistent with a comunity revitalization plan.

Provi sion of/or the inprovenent of housing opportunities.
Provi si on of enploynment opportunities.

Provi sion of comunity facility inprovenents.

Provi si on of services.

g

Housi ng Consorti a

Among grant and | oan prograns intended to rehabilitate units
primarily for |low and noderate incone persons, extra
consideration is given in the evaluation and scoring systemto
t hose communities which agree to jointly fund a rehabilitation
staff. For exanmple, a community may contract w th another
community with an existing staff, contract with a non-profit
agency to provide housing services, or several communities my
jointly establish a consortiumto hire staff and contract for
services to each of the comunities.

In order to meet Community Devel opment requirenents, the contract
must specify that Conmmunity Devel opnment funds awarded to a city
or town by the State be utilized for the benefit of that
particular community. Each eligible community nmust submt a
separate application for funds. However, comunities may jointly
contract with a rehabilitation staff to provide housing services

within their towns. |In establishing a consortium one community
may be designated as the | ead community for adm nistrative
purposes. The state will provide technical assistance to

communities to assist themin establishing appropriate
adm ni strative arrangenents.

The objectives in encouraging the funding of housing consortia
are two-fold. The State of Rhode Island is sonewhat unique in
that there are no county governmental or regional planning
districts to provide adm nistrative assistance to | ocal
governments. As a result, a nunber of small conmmunities do not
have the adm nistrative capacity to undertake a rehabilitation
program and rehabilitation funds are therefore not available to
t hose |l ocal residents in need of assistance.

Secondly there are insufficient funds to maintain a
rehabilitation staff in each and every community in Rhode Island.
There is a potential danger of losing the current experienced
staff in local comunities to budget cuts while other comunities
continue to be unable to provide needed housing services. The
State's goal is to provide incentives to encourage a nore cost-
effective delivery of housing services, and particularly
rehabilitation services.



The State encourages rehabilitation offices to maintain al
rehabilitation progranms (ie. grants/loans) at one |ocation, so
that they can be coordinated and offered in a cafeteria format to
applicants. This nethod better serves the individuals seeking
assi stance and provides for nore effective operation of prograns.

ACTI VI TI ES AND APPLI CATI ONS

Eligible Activities

Activities authorized for Small Cities CDBG grants under the
Housi ng and Community Devel opment Act of 1974, as anended, are
eligible for funding under this program Applicants, however,
will be cautioned that each proposed activity nmust meet Nationa
Obj ectives as heretofore stated. This, conmbined with the

commi tment for 70% benefit to | ow and noderate incone famlies
and individuals, will result in certain activities conpeting nore
favorably for funding.

Cities and town may al so apply for funds for the operation of a
home repair program capitalized by the RI Housi ng and Mortgage

Fi nance Corporation, provided that their programw || primarily
benefit | ow and noderate income famlies and individuals.

Appl i cati ons

1. Funding Limts

a. The community devel opnent needs section for the rating
systemw || be utilized in developing three categories
of applicants. Those who may apply for $250, 000,
$400, 000 and $500, 000. For a nore conprehensive
description see Attachnment CD-A. This chart is updated
on Decenber 31st of each year.

b. Applications for assistance to specific private for-
profit businesses nust be submtted as part of the
town's application, but will not be counted as part of
the application funding limt and may be awarded in
excess of the funding limt. This provision is
intended to fund specific proposals that are conplete
and ready for inplenentation.

C. Applications for housing devel opnent activities, which
i ncrease the nunmber of housing units permanently
avai l able to | ow noderate i ncone persons, may not, at
the municipalities' discretion, be counted as part of
the application funding limt and may be awarded in
excess of the funding limt. This provision is
intended to fund specific and speci al devel opnent
proposal s that are conpl ete and ready for
i npl ement ati on.



Proposal s submtted under b. and c. above shoul d be
reasonabl e and nust include docunentation relative to
ot her funds commtted to the project. Proposals under
b. and c. above will not be funded as special projects
if they consist solely of planning and/or

pr edevel opnment costs.

The State may, at its discretion, conmt future funds
to nmulti-year projects. Subsequent year awards would
be conti ngent upon the receipt and availability of
future CDBG all ocations. This provision is intended
for specific community/nei ghborhood revitalization
efforts which include a variety of activities planned
phased over a nulti-year period. Milti-year
commtnments will be contingent upon adherence to the
devel opnent plan and substantial expenditure of
previous year(s) funding. The State reserves the right
to review nulti-year conprehensive plans, nake changes
as deened necessary or appropriate and to make funds
received by the conmmunity contingent upon the State's
approval of the plan.

Communities that seek renewal of 3-year prograns will
be required to submt detail ed achi evenent and progress
reports in a format prescribed by MA.

Communities eligible to receive a Small City
Entitlement award will receive a grant of $400,000 to
be expended on eligible activities in the comunities
predom nately | ow noderate incone areas, consistent
with a conprehensive plan approved by MA/CD. The State
may i nmpose conditions relative to the nmunicipality's
community organi zing effort and plan. The State
reserves the right to review this plan, nake changes as
deenmed necessary or appropriate and to make small city
entitlement funds received by the community contingent
upon the State's approval of the plan and | ocal
adherence to the plan and to State i nposed conditions.
Small City Entitlement communities will be allowed to
submt applications relative to the conpetitive portion
of the distribution systemup to a cap of $300,000. It
is not anticipated that Small City Entitl enment
communities will submt "Over the Cap" requests.

Operating support for comunities which host regional
housi ng and community devel opnent prograns may not be
counted as part of a community's application funding
limt and may be awarded in excess of the funding
[imt.

Funds in support of a Main Street Coordinator may not
be counted as part of a comunity's application funding
limt and may be awarded in excess of the funding



limt.

i Speci al projects assisting tenants in the purchase and
i nprovenent of nobile home parks may not be counted as
part of the community's application funding limt and
may be awarded in excess of the funding limt.

To be considered under this provision, it is understood
that activities supportive of such tenant-acquisitions
of nobile home parks nmust be an integral part of the
acqui sition plan.

Dur ati on

Al'l grant awards will be nmade for a 12 nmonth peri od.
Ext ensi ons may be granted by the State when satisfactory
progress toward conpletion of the projects is evident.

Al'l communities are required to spend all nonies awarded
within five years of award date. Any funds remaining after
five years will be deobligated and recaptured by the State.
This requirement is necessitated by the National Defense
Anti - Deficiency Act which stipulates that jurisdictions

(i ncluding States) have only 8 years in which to spend their
funds; after such tinme the funds will be reclained by the
Fed' s and reprogrammed.

Scope of Revi ew

Communities are rem nded that the CDBG application process
is highly conpetitive. The State intends to fund the best
activities in the neediest communities, however al
communities are not guaranteed an annual award. In
reviewi ng an application and awardi ng grants, the State may
elimnate or nodify a proposed activity or nodify proposed
fundi ng where it is determ ned that such changes are
necessary to conply with programrequirenents, national
objective, and threshold requirenments, or where certain
activities are not conpetitive in relation to other
applications under review. In review ng requests for

assi stance to provide for-profit businesses, the State
reserves the right to negotiate directly with the private
participating parties to substantiate the econom c
feasibility of the proposed project and to determ ne the
appropriate anount of public financing required.

Each application is reviewed twice. The application

eval uation scoring systemis a vertical conpetition between
entire applications. The steering conmttee evaluation is a
hori zontal review between conparable activity groupings (ie.
housi ng rehabilitation, econom c devel opnent, public
facility inmprovenents). This systemis designed to achieve
a reasonabl e bal ance between commnity devel opnent needs and



i ndi vidual project conpetitiveness and to fulfill the
state's intended purpose stated above.



| NTERI M FI NANCI NG/ FLOAT- FUNDI NG

The State may utilize funds earmarked for distribution under the
regul ar conponents of the Fiscal Year 2004 program for short-term
interimloans to further assist business expansion and job

devel opment and for acquisition and construction related to the
provi sion of housing or community facilities for | ow and noderate
i ncome persons. The state would grant short-termfinancing to
conmmunities to loan to conpanies or non-profits for interim

financing (eg. construction financing). Eligible project
applications fromlocal communities will be carefully screened
for suitability. The programw || be used as a tool for

| ocating, expanding or retaining a |large nunber of jobs in Rhode
| sland as well as for tenporary financing necessary for the

provi sion of housing or community facilities for | ow and noderate
i ncome persons. The total anopunt of programincone expected to
be received would match the total anount of Interim Financing
plus any interest charged. Each individual float-funded activity
will be individually |listed and described in the State's annua
performance report, in the sane manner as activities funded under
the State's allocation.

The Interim Fi nanci ng Program woul d be inplemented as foll ows:

1. The | ocal government will apply to Municipal Affairs,
Conmmuni ty Devel opnment for approval for a specific project
and, in the case of econonm c devel opnent activities, for a
specific conpany. Applications will be accepted on a
conti nuous basis.

2. Each project will initially be reviewed for eligibility and
conpliance with national objectives.

3. Each applicant conpany or owner nust have an irrevocable
line of credit or other interimand permanent financing
arranged and docunented prior to state approval. The

conpany or owner nust secure such letter, payable to the
state, through the locality.

4. Projects will be reviewed for financial feasibility to
determ ne the anmount necessary and appropriate for the
State's participation. The state will participate at the
mninmumlevel in order to limt the state's exposure in the
project. Upon approval, the state will draw funds as needed
by the conpany from HUD. AlIl expenses and vouchers nust
first be approved by the community prior to subm ssion to
the state. Although no grant limts will be applied to
I nterimFinanci ng, the amount requested nust be reasonabl e
to assure that repaynent is guaranteed. Monies may only be
granted to a site specific project; it is not the intention
of this programto fund general |ocal financing prograns.



10.

11.

The interimloan will be a demand note which, when call ed,
conventional financing will replace for any remaining
expenses.

For purposes of the Interim Financing Program the State
defines "same activity" as the same activity for the sanme
pur pose, conpany and |l ocation. Therefore, as appropriate,
the loan principal will be returned to the state for its
desi gnat ed use under the regular CDBG Program

Al'l CDBG Program regul ations that nornmally apply to the
State CDBG programw || apply to the Interim Fi nanci ng
Program including, but not |limted to, adherence to nati onal
obj ective, | ow noderate inconme benefit requirenents,
environnental review, citizens participation and Davi s- Bacon
| abor standards.

Cogni zant that the availability of funds for subsequent use
in the regular programw || depend on the return of funds
fromthe initial user and thus potentially reduce the anmount
avai l able for awards in the normal grant cycle, the program
will be governed by an "iron clad" contract between | ocal
governnment, participating bank and conpany or non-profit
agency which will ensure repaynent and State recapture of
funds.

As this is not a conpetitive process, projects may not be
subjected to the rating systemor presented to the Steering
Comm ttee. However, projects will be reviewed for
conpliance with threshold requirenents.

Short-Term The termof the Interim Financing | oan may
range froma 1-day to a maxi num of 2.5-years. The
specific termlength will be nutually agreed upon by the
community and the State and shall be made part of each
contract agreenent.

Default: Liens and other suitable encunbrances shall be

pl aced on sponsoring agencies to cover obligations in the
unli kely event of default. Wthin 30 days of a float-funded
activity's failure to generate the projected anount of
program i ncome on schedule, the full amunt of the
default/shortfall will be reinbursed to the State's |ine of
credit. As a last resort, if |liens/encunbrances noted above
are insufficient/unavailable, the State would use
unobl i gat ed subsequent year CDBG all ocations to cover the

| oan | oss.



12.

13.

Interest: Interest may be charged on Interim Fi nancing

| oans from 0% 3% per annum  The specific rate will be

mut ual |y agreed upon by the community and the State and
shall be made part of each contract agreenent. The State
may all ow | ocal governments to retain interest paynents for
eligible CDBG activities or may require the return of such
to support the operation of the Interim Financing program

The State is cognizant of the fact that in many cases,
particularly those involving acquisition, |loan funds are
often necessary by a specific date (ie. the purchase closing
date). Every reasonable effort will be nade by the State
to provide funds granted under InterimFinancing in a tinmely
fashion to recipients.



Threshol d Requi renents

In recognition of State devel opnent policy, threshold
requi renents are established for this program The Division of

Planning will review each application for consistency with the
fol |l owi ng:
1. Local Conprehensive Plan and Devel opnment Controls

Al'l proposed activities nust be in conpliance with | ocal
devel opnent policy set forth in the | ocal state-approved
Conmpr ehensi ve Community Plan and with | ocal devel opnent

ordi nances and regul ations. The Adni nistrative
Officer/Planner for the |ocal Planning Board or Commi ssion
(or authorized official if no Adm nistrative O ficer/Planner
for the local Planning Board/ Conm ssion exists) shal
certify that all proposed activities are in conpliance with
t he Conprehensive Plan. For conmunities w thout a State-
approved Conprehensive Plan, the Adm nistrative O ficer for
the | ocal Pl anni ng Board and Conm ssion shall indicate how
t he proposal is consistent with each el ement of the State
Guide Plan relevant to the project.

Fl ood PI ai ns

New devel opnent will not be approved within the 100 year
flood plain as defined on mappi ng provided by the Federal
Enmer gency Managenent Agency unl ess such devel opnent is
designed to mtigate or to be conpatible with the flood
hazard. This shall not apply to the reuse or rehabilitation
for use of existing structures or to the devel opnent of
shore or waterfront facilities where appropriate fl ood-
proofing and fl ood protection neasures are inmplenented and
where hazards to other property is not increased. In
addi ti on, where required/ deened appropriate, any such

i nvest nent shall be protected by flood insurance.

The | ocal Building Oficial or other appropriate |ocal
official shall certify that the proposed project is
consistent with National Flood Insurance program
requi rements and with the above statenent.

Pl anned Transportation Actions

No program wi || be approved which includes the construction
devel opment or rehabilitation of a facility or structure in
a |l ocation which conflicts with a planned maj or
transportation action or investnent. Reference is made to
transportation elenents of the State Guide Plan and to the
Envi ronmental Action Plan of the Rhode |Island Departnent of
Transportation for the definition of a "mmjor transportation
action".



4. Stream Di schar ges

No activity which will result in discharges in Class A/ SA or
B/ SB waters will be approved without the witten consent of
t he Departnment of Environnmental Managenent.

5. Hi stori c Resources

The application must include docunentation that the Rhode

| sl and Hi storical Preservation Comm ssion and the
Narragansett Indian Tribal Hi storic Preservation Ofice have
been notified of all proposed activities. No activity wll
be approved wi thout docunentation denonstrating conpliance
with all applicable procedures, as adopted in nmenorandum s)
of understandi ng between the O fice of Minicipal Affairs and
the R 1. Historic Preservation Comm ssion and the Office of
Muni ci pal Affairs and the Narragansett I|ndian Tribal

Hi storic Preservation Office.

6. Ground Water Aquifers and Recharge Areas

No activity which will result in waste water discharge into
an identified major ground water aquifer or principal
recharge area will be approved unl ess such activity is

served by public sewers or is designed to ensure protection
of the ground water resource and is approved by an agency of
jurisdiction. Reference is made to the State of Rhode

| sl and "208" Areawi de Water Quality Managenent Pl an-Map of
WAt er - Rel at ed Sensitive Areas.

7. Far nl and

No construction or devel opnent will be approved in a

| ocati on where nore than 50% of the site consists of soi
which are rated as prinme farm ands or inportant farm ands of
statew de significance in the 1981 Soil Survey of Rhode

| sl and unl ess one or nore of the follow ng can be
denonstr at ed:

a. No ot her location is feasible.

b. The | and cannot be part of a viable farmunit and has
not been in farmng use for a period of five years.

C. Ur ban devel opnent has taken place within a 1/2 mle of
the | ocation and urban utilities such as public water
and sewerage are available within 1/4 mle of the
| ocati ons.

Housi ng and Community Devel opment Needs |dentification

Each applicant nust submt, as part of its application, a
statenment identifying "its housing and conmunity devel opnment



needs, including those of | ow and noderate incone persons, and

the activities to be undertaken to neet such needs". Pr ovi si ons
for this statenent will be made in the Application Handbook
Failure to submt this statement will result in the elimnation

of the application fromfurther consideration. This statenent
shoul d, where applicable, outline the community's plans for
concentrated investnent in a community or nei ghborhood
revitalization program and for nmulti-year conm tnent of CDBG
funds.

Perm tting Procedures

No expenditure for construction or devel opnment, excluding the
costs generally associated with site design and predevel opnent,
will be authorized until all reviews, permts, clearances, and/or
statenments of non-applicability have been received as required by
any applicable Federal, State or local regulatory or permtting
process such as the Fresh Water Wetl ands Act, the Coast al

Resour ces Managenent Act, the programof the U S. Arny Corps of
Engi neers or the U S. Environmental Protection Agency.

Applicants will be required to identify any such applicable
systenms in their subm ssion.

Di spl acenment and Rel ocati on

It is the policy of this programto m nim ze displacenent due to
the inplenentation of any program activity. Were there is no
feasible alternative, relocation shall be governed by the Uniform
Rel ocation Act. For any other involuntary or pernmanent

di spl acenent with respect to residential or non-residenti al
property, not covered by this Act, grantees will be required to
utilize the general standards of said Act by providing equival ent
benefits. The State will require prior approval of any potenti al
di spl acenent and rel ocation resulting fromany approved activity.
Each grantee nust certify that it will follow the State of Rhode
| sl and residential anti-displacenent and rel ocation assi stance

pl an.

Program | ncone

Any inconme resulting fromthe inplenentation of any approved
program activity shall be returned to the State program unless
such income is applied by the grantee to continue the approved
program activity from which such inconme was derived. Upon
request, the State may grant perm ssion for the use of such

i ncome funds for another eligible programactivity. All

requi rements placed on the expenditures of regular CDBG funds
shall be applied to the expenditure of such incone.

Section 108 Loan Guar ant ees

The State does intend to aid nonentitlenment units of general
| ocal governnent in applying for guaranteed | oans under 24 CFR



part 570, Subpart M (Section 108 Loans) in accordance with
Attachment CD-B

The State intends to apply for a Generic Section 108 Loan
Guarantee. These nonies will be utilized for the devel opnent of
the Statewide Small Cities Capital Delivery System The program
is designed to provide capital to viable home-grown smal

busi ness that do not have access to bank |oans and will provide
systematic on-site advisory services that cover information,

anal ysis and referrals for the small businesses's financial and
enpl oynment needs.

Prior Program Performance

A grant award will be contingent upon satisfactory conpletion of
prior State Small Cities CDBG projects, or, if not conpleted at
the time of application review, satisfactory progress toward
conpl etion by the schedul ed conpletion date with no discernible
problens and in conpliance with financial managenment, civil

ri ghts, |abor standards and ot her program requirenents.

To be eligible to apply for FY' 2005 funds, each applicant nust
have drawn down at |east 50% of its FY' 03 grant and 75% of its
FY' 02 and previous year grants. All communities are required to
spend all nonies awarded within five years of award date. Any
funds remaining after five years will be deobligated and
recaptured by the State.

State Enterprise Zones

Pursuant to 42.64.3-5.1 of the CGeneral Laws; the State, to the
maxi num ext ent possible, will provide special assistance to
proposed activities to be located in State Enterprise Zones.
Speci al consideration by the steering conmttee will be granted
to the City of Central Falls, and those portions of Lincoln,
Cunber | and, Warren, Bristol and West Warw ck | ocated in approved
State enterprise zones.

One-for-One Repl acenent

I n accordance with the Section 104(d) of the Housing and
Communi ty Devel opnent Act of 1974, as amended, and inplenented at
24 CFR Part 42.375, all Occupied and Vacant Occupi abl e Lower -
income dwelling units that are denolished or converted to a use
ot her than as Lower-Inconme dwelling units in connection with an
assisted activity nust be replaced with conparable | ower-incomne
dwel ling units.

Repl acement units nust be sufficient in nunber and size to house
no fewer than the nunmber of occupants who could have been housed
in the units that are denolished or converted.

Financially feasible for rehabilitation is defined as follows:



Resi dential structures that can be rehabilitated to code within

t he maxi mnum subsidy per unit limts for HUD s 221(d)(3) program
Any unit which does not neet the requirenments of condemati on
under the State Building Code for reasons directly attributable
to deteriorated major building systens is hereby determ ned to be
Structurally Feasi ble for Rehabilitation.

Reci pi ents nust certify to the State that is has in effect and is
following a residential antidisplacenent and rel ocation

assi stance plan and that it will mnimze displacenment. The
municipality will certify to the requirenents stated herein by
signing the Residential Antidisplacenent and Rel ocati on

Assi stance Plan as part of its grant agreenent.

Prior to the obligation/expenditure of funds, communities which
pl an denolition activities nmust submt to MA/CD a "One for One
Repl acement of Lower-income Dwelling Units" plan which details
how units which are planned to be denolished will be repl aced.
Said plan should include a list of structures to be denolished,
those identified as financially and structurally feasible for
rehabilitation and how such units will be replaced if denolition
is to occur.

The one-for-one replacenment requirenments nay not apply, based
upon objective data, if it is determ ned there is an adequate
supply of vacant |ow noderate inconme dwelling units in standard
condition available on a nondiscrimnatory basis within the
jurisdiction of the grantee. A community may request such
exception fromthe State in accordance with the regul ation, who
wi || evaluate the request and required supporting docunentation
submtted, and submt such to HUD along with its recomendati on

THE APPLI CATI ON AND AWARDS PROCESS

Qutline of Application Procedure

The general steps in the application and review process are as
foll ows:

1. Notification to eligible communities of their funding limt
and the availability of funds and transmttal of an
Appl i cati on Handbook with the final date for application
subm ssion. An application workshop will be schedul ed.

2. Conveni ng of a public hearing by prospective applicants to
obtain the views of citizens on |ocal housing and community
devel opnent needs.

3. Publ i cation by the applicant of the proposed application
including a statenent of community devel opnment objectives
and the projected use of funds. A second public hearing
shal |l be conducted before the proposed application.



Conpl eti on of the application incorporating coments and
views obtained fromcitizens. The final application shal
be made avail able for public inspection.

Subm ttal of activities to the applicant's planning board or
conmm ssion for review to determ ne conpliance of proposed
activities with local planning and devel opnment policy as set
forth in the | ocal Conprehensive Community Pl an.
Certification of conpliance is required prior to the award
of funds.

Conmpl etion of the application and all necessary
certifications with all supporting nmaterials and submtted
to the CD staff at the Municipal Affairs, Comrunity

Devel opment by the required deadline.

CGeneral application review as foll ows
a. Revi ew by CDBG staff for general conpliance with

program and application requirenments, national
obj ectives and eligible activities.

b. Referral to the Division of Planning for review and
eval uation of threshold criteri a.

C. CD staff may, at its discretion, consult with other
state agencies, including but not limted to the

Departnment of Elderly Affairs, the Econom c Devel opnent
Cor poration and the Departnent of Health, for advice
relative to requests for assistance in their areas of
expertise.

d. During the review period, the CDBG staff may request
addi tional information or docunentation from applicants
and may request m nor nodifications to the proposal in
order to neet programrequirenents, national
obj ectives, and threshold criteria. The Econom c
Devel opment Subcomm ttee may al so request additional
mar keting and financial information directly fromthe
private participating parties. Applicants will not be
al l owed to make substantial changes or nodification to
their applications which would necessitate public
notice and coment. Applicants will be allowed no nore
than two weeks to submt requested materi al

e. Application of the evaluation scoring system by the CD
staff.

f. Applications ranked by eval uation scores, and coments
fromthe Division of Planning or any other consulted
agency/committee will be submtted to the Steering

Committee for review



g. Applications which are not in conpliance with program
requi renents, national objectives, or threshold
requi renments, will not be submtted to the Steering
Committee for further review

Qualitative review by the Commttee as outlined bel ow,
assi sted by CDBG staff. Devel opnment by the Conmttee of
recomendati ons for funding, with any appropriate
conditions, for transmttal to the Governor, who is
responsi ble for the final decision on grant awards.

Appl i cati on Eval uati on and Entire Scoring System

To assist the Steering Conmttee in its review of applications,
an eval uation and scoring systemw ||l be applied to each
application. The follow ng general areas of each application

wi ||

1.

be covered in this system
General Community Needs

Scoring is based on community popul ation, famly incone,
unenmpl oyment, public assistance, per capita criteria and
housi ng condition indicators.

Antici pated Project Benefits

Econom ¢ devel opnent activities are rated based on the cost
per job to be created/retained, community priority ranking,
community revitalization effort, and | everaged funding.

Housi ng activities are rated based on the cost per unit to
be rehabilitated or devel oped, the community priority

ranki ng, community revitalization effort and past housing
rehabilitation program performance (this will include past
amount s drawndown and whet her the community participates in
a housing consortium.

Community facilities and services are rated based on the
cost per |ow noderate person to be served, comunity
priority ranking and community revitalization effort.

Activities for the prevention or elimnation of slums and
blight are rated based on the cost per nunmber of dil api dated
structures or blighting influences to be elim nated,
community priority ranking and community revitalization
effort.

Urgent community devel opment needs are eval uated on the
extent to which the threat will be elimnated and the
adequacy of docunentation to denonstrate the project is
unabl e to be financed from ot her sources.

(The conmmunity revitalization criteria noted above will take



into account three areas: Whether the projects is |ocated
or serves an Enterprise Zone/Enterprise Community, the
projects consistency with the State Consolidated Plan's
housi ng/ non- housi ng communi ty devel opnent needs, and the
extent of the project's involvenent in a conprehensive
conmmuni ty/ nei ghbor hood revitalization effort.)

(A multi-purpose application will be scored under each
appl i cabl e subpart and the scores proportioned according to
the percent of total funds allocated to each type of
activity.)

3. The state will award bonus points to proposals that
denonstrate enpl oynent of handi capped or mnorities in CDBG
agencies and to communities that award contracts to mnority
and femal e busi ness enterprises.

The state will award bonus points to applications which
propose activities directly consistent with the | ocal

Conmpr ehensi ve Community Pl an.

Extra consideration will be provided to applications which

document the comrunity (or agencies within the community's
application) has staff who have conpleted the University of
Rhode |sland, Conmunity Devel opnent Certificate Training
program

Steering Comm ttee

The Steering Commttee will undertake a qualitative review
assisted by State staff. The Steering Commttee will base its
deli berations on the rating system and sel ect the strongest
proposal s from conparabl e groupi ngs of activities. The Steering
Commttee's recommendation to the Governor should reflect a
reasonabl e bal ance between conmmunity devel opnent needs and
effective conpetitiveness of individual project proposals.

The review wi ||l consist of a project by project analysis grouped
by activity type (ie. Housing Rehabilitation, Housing
Devel opment, Econom c Devel opnment, Public Services/Facilities and

Planning). The Steering Commttee will weigh its consideration
on the following priorities - housing, econom c devel opnent and
community revitalization proposals. The analysis will consider:

1. cost effectiveness of the proposals, including | everaged
funds; 2. extent to which the proposed activities address
communi ty devel opment needs identified by the community in the
Communi ty Devel opnent Plan; 3. extent to which the activity
represents a coordi nated approach to conmmunity/ nei ghborhood
revitalization; and 4. adequacy of the proposed managenent pl an
as well as priority program performance, including resolution of
noni toring or audit findings.

Final awards by the Governor shall be based on recommendati ons of



the Steering Conmttee. Mddification to the recomendati ons may
be made based on the following criteria.

1. The recommendati ons are not consistent with this action

pl an.
2. Activities conflict with other State projects or priorities.
3. Activities duplicate other State projects.

Small City Entitlenent Distribution System

In FY' 2005, the State will continue it's Small City CDBG
Entitlement program Under this program $400,000 will be
distributed to each community which qualifies as a small city
entitlenment. Funds will be distributed for eligible CDBG
activities consistent with the State's Action Plan in the

muni ci pality's predom nately | ow noderate inconme areas, which
meet m ni mum concentration requirenent [m nimum of 900 LM
individuals in area {LM block group/survey areal/contiguous LM
bl ock groups}].

The State pronotes conprehensive nei ghborhood revitalization
strategies. Under this program CDBG and other resources will be
invested in a focused nmanner to achi eve denopnstrabl e i nprovenents
in designated distressed areas.

Various criteria have been utilized in designating Small City
CDBG Entitlenment communities. It will be determ ned which
communities are eligible to receive a Small City entitlenent by
the total nunber and percentage as well as concentration of

| ow/ noderate i ncome persons in areas within the nunicipality.
Specifically, a comunity nust have: 1) a Census Tract/ Bl ock
Group area (may be contiguous CT/BGs) with a concentration of

| ow/ noderate i ncone persons exceeding 70% of the total population
for the area, and such that the total nunbe rof | ow noderate
persons in this area exceeds 2000 and 2) the community nust have,
in total, at |east 5000 | ow noderat eincone persons in

predom nately (at |east 50% |ow noderate income CT/BT areas.

To ensure targeting of CDBG resources to the nost needy areas,

all funds distributed on an entitlenent basis nust be expended in
the focus area(s) that neet the criteria established by the State
as outlined above. It is this distressed area(s) which is
enpowering the municipality to becone a Small City CDBG

Entitl ement and therefore should be the area(s) concentrated upon
for distribution of entitlenment funds.

Receipt of a Small City CDBG Entitlenment award is contingent upon
the conpletion of |ocal plans, outlining the needs of the

muni ci pality's distressed area(s) and how proposed actions can be
acconmplished to address those needs. Expenditure of entitlenment
funds nmust be based on this plan for the designated area(s).

The State reserves the right to review the plan, as required



above, to make changes as deened necessary or appropriate and to
make any entitlement funds received contingent upon the State's
approval of such plan.

The bal ance of State Small Cities CDBG funds will be distributed
to communities for activities on a conpetitive basis.

Main Street Program

The Main Street program provides Main Streets with a self-help
framework that fosters gradual, increnental, sustainable

i nprovenent. Its four point approach to revitalizing conmerci al
areas includes:

1) Design - which involves inproving a Main Street-s i mge by
enhancing its physical appearance;

2) Organi zation - which nmeans buil ding consensus and
cooperati on anong public and private stakehol ders and
getting themto volunteer their tine;

3) Pronmotion - involves nmarketing the Main Street's unique
characteristics to shoppers, investors, new busi nesses
tourists and others; and

4) Economi ¢ restructuring - which strengthens the existing
econom ¢ base whil e expandi ng and diversifying it.

Local communities acknowl edge that a statew de programw || allow
Rhode |Island to draw upon the expertise and success of the

Nati onal Main Street Center and other resources in devel opnent of
a comercial revitalization initiative.

The CDBG programwi ||l be used as a tool in support of the Min
Street Programonce it is initiated. Those specific activities
whi ch can be assisted with CDBG funds (ie. those that neet
eligibility and national objective requirenments) can be focused,
investing resources in these typically distressed predom nantly
| ow/ noderate i ncone areas.

Those non-entitlenent nunicipalities selected as Main Street
communities will be encouraged to submt proposals, consistent
with their Main St./CDBG nei ghborhood revitalization strategies,
for funding under the CDBG annual conpetition. Such activities
will be highly prioritized and conpetitive under the State's

di stribution system

CDBG assi stance to Main Street Initiatives should be
increnmentally decreasing over tinme. It is anticipated these
programs will engage in independent fundraising of private as
wel | as public resources, eventually becom ng self-supporting.

Preagreenent Costs

The State intends to utilize the provisions of 24 CFR Part
570.489(b) relating to Rei mbursenment of Pre-agreenent Costs.



The State has adopted procedures which permts a unit of | ocal
governnment to incur costs for CDBG activities prior to the
establishment of a formal grant relationship between the State
and the unit of general |ocal governnent and to charge these pre-
agreenent costs to the grant, provided that the activities are in
accordance with procedures adopted by the State, are eligible and
are undertaken in accordance with the requirenments of this
subpart and 24 CFR Part 58. The UGLG nust submit a witten
request for preagreenent consideration along with backup
docunent ati on sufficient to assure consistent with State/federal
requi renents and priorities.

Reci pi ent Revi ew/ Moni t ori ng

The State of Rhode Island has devel oped and inpl enented a

reci pient review system The purpose of this systemis to

det ermi ne whet her recipients have carried out CDBG activities in
a timely manner and in accordance with the prinmary objectives,
appl i cabl e | aws, regul ati ons and executive orders.



I n designing the review system special attention was given to
Rhode Island's rather unique situation. As a state in which no
community is nore than 45 m nutes away and there are only 33
communities eligible for the Small Cities Conmunity Devel opnent
program Rhode |Island affords the State comunity devel opnent
staff the opportunity to be famliar with each eligible
recipient, as well as the inpact of each project on the |ocal

ar ea.

The State has devel oped a CDBG Managenent Handbook that instructs
conmmunities on the various regul ati ons of the program and
requires programrecipients to submt witten progress reports,
the primary of which are the Quarterly Progress and Cl ose- Qut
Reports.

The Quarterly Progress report includes data relative to the
extent to which persons or househol ds have benefitted from CDBG
activities as well as status narratives. The program Cl ose- Qut
report requires recipients to provide all acconplishment
information at the conpletion of funded activities.

Tracking and review of these reports constitutes a mmjor portion
of the off-site recipient review. This systempernits state
staff to remain current relative to recipient progress and to
identify problem areas that require special attention.

The State Community Devel opnent staff makes every effort to visit
each recipient several tines during the grant period. The staff
reviews all reports and requests for technical assistance, and

gi ves weight to each of the following criteria when scheduling
on-site nonitoring in an effort to ensure that visits take place
at the nost optinmmtine.

CRI TERI A:

Towns with serious problens

Cl ose- Qut requests revi ewed
New Reci pi ents

Stal |l ed prograns

Conpl exity of the projects
Projects with no prior review
Town with audit findings
Requests for assistance

St andi ng of grants, percentages of funds drawn
Communi ty's past perfornmance

OCONPOTE W=

=
.o B

On-site nonitoring visits are docunented in a nmonitoring report.
This report is submtted with a cover letter sunmarizi ng any
finding and indicating actions necessary to resolve them



Ti nel i ness

Al t hough no tineliness standard is currently inposed on State
CDBG Recipients (with the exception of the 15-nonth obligation
criteria) by HUD, Rhode Island will inpose the follow ng drawdown
requirenents on its recipients to assure the tinmely distribution
of funds.

O To be eligible to apply for FY' 2004 funds each applicant
must have drawdown at |east 50% of its FY' 2002 grant and at
| east 75% of its FY' 01 and prior year awards by March 31,
2004.

O Communities are required to spend all nonies awarded within
five years of award date. Any funds remaining after five
years may be deobligated and recaptured by the State.



ATTACHVENT CD- A
FY' 2005 CDBG Application Rating System
COVMUNI TY DEVELOPMENT NEEDS (50%
POPULATI ON

Popul at1 on
0O to 50 points - | ow nunber to high nunber.

FAM LY | NCOVE
Percent of househol ds with annual incone below HUD's LM | evels.
O to 25 points - |l ow percent to high percent.

Nunmber of househol ds with annual inconme below HUD' s LM | evels.
0O to 25 points - | ow nunber to high nunber.

HOUSI NG STOCK
Housi ng Conditi ons as defined by Consolidated Pl an.
0O to 25 points - | ow percent of units with problenms to
hi gh percent of units with problens.

Housi ng Affordability
0 to 25 points - | ow percentage of housing affordable to
hi gh percentage of housi ng affordable.

ECONOM C | NDI CATORS
Percent of Popul ati on Receiving Public Assistance.
O to 25 points - |l ow percent to high percent.

Percent of Popul ation Unenpl oyed.
O to 25 points - |l ow percent to high percent.

PER CAPI TA/ PROPERTY VALUE | NDI CATORS
Per Capita |Incone
O to 25 points - high inconme to |ow incone.

Percent of Personal Inconme to Full Value of Property:
0O to 12.5 points - |ow percent to high percent.
(Computed by nmultiplying the per capita incone by the nost
recent popul ation estimate and dividing the result by the
full value of property)

Per Capita Full Value of Property:
O to 12.5 points - high value to | ow val ue.
(Ful'l value of the property divided by the popul ati on)

ANTI Cl PATED PRQJECT BENEFI TS (50%



Econonm ¢ devel opnent activities are rated based on the cost per
job to be created/retained - businesses assisted (or LM

Percent age of area served), community priority ranking, community
revitalization effort, and | everaged funding.

Housing activities are rated based on the cost per unit to be
rehabilitated or devel oped (range 0-15000 per unit equal), the
community priority ranking, conmunity revitalization effort and
past housing rehabilitation program performance (% of past grants
drawn & housing consortium. Extra consideration will be
provided to rehabilitation prograns which are conprehensive in
nat ure.

Community facilities and services are rated based on the cost per
| ow noderate person to be served, community priority ranking and
conmmunity revitalization effort.

Activities for the prevention or elimnation of slums and blight
are rated based on the cost per nunber of dilapidated structures
or blighting influences to be elimnated, comrunity priority
ranki ng, community revitalization effort and the extent to which
the activity elimnates a docunented condition of sluns and

bl i ght.

Urgent community devel opment needs are eval uated on the extent to
which the threat will be elimnated and the adequacy of
docunent ati on to denonstrate the project is unable to be financed
from ot her sources.

BONUS PO NTS

Bonus points will be awarded to communities that enploy the
handi capped or mnorities in CDBG agencies and to conmunities
that award contracts to mnority and femal e busi ness enterpri ses.

The state will award bonus points to applications which propose
activities directly consistent with the | ocal Conprehensive
Communi ty Pl an.

Extra consideration will be provided to applications which
docunment the community (or agencies within the community's
application) has staff who have conpleted the University of Rhode
| sl and, Community Devel opnent Certificate Training program

(The conmmunity revitalization criteria noted above will take into
account three areas: Whether the projects is |ocated or serves
an Enterprise Zone/Enterprise Community, the projects consistency
with the State Consolidated Pl an's housi ng/ non-housi ng comunity
devel opnent needs, and the extent of the project's involvenent in
a conmprehensive comunity/ nei ghborhood revitalization effort.)

(A multi-purpose application will be scored under each applicable
subpart and the scores proportioned according to the percent of



total funds allocated to each type of activity)



ATTACHVENT CD- B

Rhode Island Section 108
Loan Guar ant ee Program

The Munici pal Affairs, Conmunity Devel opment recogni zes that non-
entitlement communities find it difficult to access |arge scale
fundi ng for specific econom ¢ and housi ng devel opnent activities.
The National Affordable Housing Act of 1990 amended Section 108
of the Housing and Comrunity Devel opnent Act to enable non-
entitlenment communities to apply to the State and to HUD to

fi nance revenue producing activities that neet the accepted CDBG
nati onal objectives and eligibility criteria.

The State of Rhode Island will pledge up to $25 mllion of future
CDBG al | ocation in support of eligible activities.

Eligible Activities

Guar anteed | oan funds may be used for the followi ng activities,
provided that said activities are designed to produce revenue.

1. Acqui sition of inproved or uninproved real property in fee
or by long-term|lease, including acquisition for economc
devel opnent activities.

2. Rehabilitation of real property owned or acquired by the
entity applicant, city or town or its designated public
agency.

3. Payment of interest on obligations guaranteed under the 108
program

4. Rel ocation paynments and other relocation assistance.

5. Cl earance, denolition and renoval, including novenent of

structures to other sites, or building and i nprovenents on
real property acquired or rehabilitated pursuant to nunbers
1 and 2 above.

6. Site preparation, including construction, reconstruction or
installation of public inmprovenents, utilities or facilities
(other than buildings) related to the redevel opnment or use
of the real property acquired or rehabilitated pursuant to
par agr aphs and above.

7. Paynment of issuance, underwiting, servicing and other costs
associated with private sector financing of notes or other
obl i gati on guaranteed under this subpart.

8. Econom ¢ devel opnent prograns including acquisition,
construction, reconstruction, rehabilitation or installation
of commercial or industrial buildings, structures or other



real property, equipnent and inprovenents. Assistance nay
be provided to private-for-profit, and private or public
nonprofit subrecipients where assistance is appropriate to
carry-out the econom c devel opnent activity.

9. Acqui sition, construction, reconstruction, rehabilitation,
or installation of public facilities (except for buildings
for the general conduct of governnent), site inprovenents,
and utilities, for an econom c devel opnment purpose.

10. A debt service reserve in accordance with requirenents.

Nati onal Obj ectives

Activities nmust be designed to comply with one of the foll ow ng
nati onal objectives:

Benefit to | ow and noderate i ncome fam lies and i ndividual s
or,

aid in the prevention or elimnation of slums and blight.
Applicants are remi nded that the state is commtted by HUD
requirenments to fund activities that provide a 70% benefit to | ow
and noderate i ncone persons.

Application Period and Grant Limtations

The state will accept applications throughout the year. Total
state exposure will not exceed $25 million dollar at any one
time. Local accrued awards shall be limted to $10 mllion

doll ars at any one tine.
There are no application m ninum or maxi MuNs.

Evaluation Criteria

Successful applicants will receive project nmoney from HUD, but
the repaynent of those funds is guaranteed by State CDBG  The
state pl edges that future CDBG grant nmonies will repay the

f ederal government should a non-entitlenment recipient of a
Section 108 Loan guarantee default. Because of this provision
the state will develop an application that provides for stringent
review wth the following criteria:

Cl ear definition of the project goals and activities.

Ef fecti ve and capabl e | ocal managenent.

Anal ysis of secondary econom c¢ and fiscal inpacts.

Revenue projections and firmfinancial information on the
proposed project.



Total housing units devel oped for pernmanent affordable
housi ng.

Percent of |ow noderate jobs created over the fifty-one
percent National Objective m ninmm

Percent of jobs to be docunented as "taken by" | ow noderate
i ncome persons.

Rati o of | oan guarantee dollars to the nunmber of
| ow/ noderate i ncone persons.

Percent of permanent affordable housing units devel oped over
the fifty-one percent national objective m ninmm

Rati o of | oan guarantee dollars to pernmanent affordable
uni ts devel oped.

Leverage of non-governnent funding
Ext ent of CHAS consi stency.

The state will grant special consideration and encourage
appl i cants that

Are located in or directly benefit the state and federal
enterprise zones.

Are part of the conprehensive community or nei ghborhood
revitalization program

Provide for |inkages between housi ng devel opnent and
supportive services.

Ri sk Managenent and Controls

(Note: For ternms |longer than 10 years or where in any one year
t he 108 paynent exceed the annual State CDBG entitlement HUD wi | |
al so exert itself into project underwiting.)

The |l ocal jurisdiction will conplete its own
underw i ting/anal ysis of each project with recomendation
for approval to the state and be acconpani ed by the chi ef
el ected official's signed certification required by HUD

The State shall conplete its underwiting of the project and
shall require: quality collateral/security reasonably
consistent with conventional |ending practices for simlar
project with respect to loan to value (LTV) ratios. After
project stabilization and a good paynent history, collateral
can be reduced by the applicants request and State and Local
approval .



The City or Town and State nust conclude that the project is
likely to...a) produce both the National Objective and
forecasted public benefits and b) evidence that the net
operating income will be sufficient to nmeet debt service.

Under certain circunstances where overwhel m ng public
benefit are forecasted the State and locality can nutually
deci de to accept..

a. inpaired coll atera
b. reduced interest rates
cC. poor cash flow and/or credit risks

provi ded, however, that the State and Locality can nutually
agree to financial sanctions against the |ocal jurisdiction
relative to the future CDBG applicants/foregoing funding in
event of default or m ssed paynent(s) by the recipient.



